REQUEST FOR PROPOSALSTO PROVIDE
ARBITRAGE CONSULTING AND
COMPLIANCE SERVICES

SPECIAL NOTE: YOUR IMMEDIATE ATTENTION IS CALLED TO SECTION I.C.
YOU NEED TO SEND TO US AN E-MAIL ADDRESS FOR
TRANSMISSION OF NOTICES OF INQUIRIES.

January 29, 2002

Arkansas Development Finance Authority
100 Main Street, Suite 200
Little Rock, AR 72201
(501) 682-5900







SECTION I: INSTRUCTIONSTO PROPOSER/GENERAL INFORMATION

A. PURPOSE. The Arkansas Development Finance Authority (“ADFA” or the“ Authority”)
isrequesting proposals from certified public accounting firms, legal firms, and other qualified firmsto
provide arbitrage rebate calculation services for ADFA’s Tax Plans for which the Authority is
responsible. ADFA expectsto select afirm for aperiod of approximately two (2) years, subject tothe
successful negotiation of feeswith the concerned firm. A listing of the type, number and periodicity of
arbitrage calculations that are estimated to be performed are as follows:

Type of Bonds Tax Plans Periodicity
Single Family 32 14 annually
18 fiveyears
Multifamily 4 4 fiveyears
State Facilities 14 14 fiveyears*
Economic Development 47 47 fiveyears
Wastewater 6 6 fiveyears*
College Savings 11 11 fiveyears

* |nterim after construction account is depleted

All 5-year calculations will be accompanied by description of the amount of rebate accrued
during the 5-year period, the accumulated amount accrued over the life of the issue, the amount of
rebate paid to date, and the amount required to be paid at the end of the 5-year period. All interim
calculations within the 5-year period will be accompanied by a description of the amount of positive
arbitrage accrued during the period, and the amount recommended being set-asi de in the Rebate Fund.

The firm will also be expected to prepare any necessary IRS Forms 8038-T.

Any firm selected pursuant to this RFP shall serve at the pleasure of ADFA, and the
professional services of any firm selected may be terminated at the sole discretion of ADFA upon
delivery of written notice of such termination to the firm. ADFA reserves the right to select one or
more firms to serve as Arbitrage Rebate Calculation Agent for the various types of bond issues.

B. SUBMISSION OF PROPOSALS. Written proposals responding to the questions and
requests for information in the manner specified in this Request For Proposal (“RFP’) should be
submitted to the following:

ppatton@adfa.state.ar.us




To be considered, one (1) copy of the proposal should be delivered to ADFA not later than
February 26, 2002 12:00 p.m., viaemail. All proposals shall betime and date stamped upon receipt.
Late proposals will not be accepted. ADFA reserves the right to reject any or all proposals.

C. ADDITIONAL INFORMATION. Itistheresponsibility of the proposer to inquire
about and clarify any aspect of the RFP. Questions should be directed to Leigh Ann Biernat
(Ibiernat@adfa.state.ar.us), Vice President for Finance and Administration, at (501) 682-5995.
Substantive questions and answers will be documented in letterform and will be sent by electronic
mail to all the proposers who provide us with an email address. IN ORDER TO BE ON THE
DISTRIBUTION LIST FORINTERNET TRANSMISSION OF ALL RESPONSES TO INQUIRIES,
YOU MUST IMMEDIATELY ADVISE PATRICK PATTON OF ADFA, THE INTERNET E-MAIL
ADDRESS TO WHICH YOU WANT ALL SUCH TRANSMISSIONS SENT.

D. PROPERTY OF ADFA. Any information or materials submitted asaresponseto this
RFP shall become the property of ADFA and will not be returned. All submitted materials will be
available for public review.

E. RESPONSE TO REQUEST FOR PROPOSAL . Firmswishing to respond to this
RFP may contact any of the ADFA staff persons identified herein. NO CONTACT WITH ADFA
BOARD MEMBERS IS ALLOWED AND ANY SUCH CONTACT WILL BE GROUNDS FOR
IMMEDIATE REJECTION OF A FIRM’S PROPOSAL.

F. SELECTION TIMETABLE.

January 29, 2002 Request for proposal issued

February 26, 2002  Proposals due @ 12:00 p.m., viaemalil

March 5, 2002 Short List Announced (if necessary)

March 21, 2002 Board action (Appoint/ratify appointment of firm, authorizethe
President of ADFA to negotiate fees)

G. SELECTION PROCESS. ADFA’s Staff Rrofessiona Selection Committee will
review the submitted proposals. Proposals will be evaluated based on the responses to specifics
outlined in the Proposal Format section of this RFP and based upon the selection criteria. Proposals
that omit any of these items may be regjected as non-responsive. The ADFA Board Professional
Selection Committee will make its decision on a recommendation for selection, which will be
reported to the Board of Directors of the Authority at its March 21, 2002, regular meeting. Thefinal
selection will be made by a vote of Board members.

ADFA may at any time prior to the selection of afirm reject any and all proposals and cancel
this RFP, without liability therefore, upon finding that thereis good cause for rglecting al proposals
and that it would be in its interest to cancel the solicitation. Further, regardliess of the number and
quality of proposals submitted, ADFA shall under no circumstances be responsible for any proposer
costs and expenses incurred in submitting a response to this RFP. Each proposer who submits a
response does so solely at the proposer’ s cost, risk and expenses. ADFA accepts no responsibility for



the return of successful or unsuccessful proposals. This RFP in no way obligates ADFA to select a
firm

H. SELECTION CRITERIA. Theproposaswill bereviewed by the Staff Professional
Selection Committee composed of selected members of ADFA staff. The committee generally will
use the following criteria to rank all acceptable proposals and to develop recommendations to be
presented to the ADFA Board Professional Selection Committee; however, ADFA reservestheright
to evaluate the ranking of proposals based on factors beyond the listed criteria.

Factor Point Range
1 Firm'’ srecent experience in arbitrage consulting and
compliance services related to municipal bond issues. 0-20
2. Organization, size, and structure of firm:
a Adequate firm resources dedicated to arbitrage consulting
and compliance services. 0-10
b. Response to Arkansas presence issue including relevance
of presence to thistransaction. 0-5
0-15
3. Qualifications of staff to be assigned, i.e., team members demonstrated
ability, years, and type of experience. 0-15
4, Responsiveness of written proposals to the scope of services issues. 0-5
5. Responsiveness of proposal on fee issue. 0-5
Maximum Points 0-60

SECTION II: SCOPE OF SERVICESAND REQUIREMENTS

The firm selected will be expected to perform al of the norma duties associated with
providing arbitrage consulting and compliance services, including but not limited to:

A. Calculating the arbitrage yield on the bonds, computing the yield on * non-purpose”
investments, and cal culating the amount of rebatable arbitrage, if any.

B. Review al relevant portions of the Bond transcripts and appropriate sections of the
Internal Revenue Code.

C. Consult with bond counsel as necessary concerning interpretations of the above
information as affected by applicable sections of the Internal Revenue Code.



D. Tender reports, based on the frequency stated in Section I.A., which accompany the
detailed calculation schedules and summarize the results of the computations performed.

E. Consult with ADFA and provide guidance and assistance to ADFA with regard to
arbitrage compliance issues.

F. Tender workpapers upon request by ADFA. Workpapersused in the calculations are
the property of ADFA, even if retained by the analyst.

SECTION III: STATEMENT OF QUALIFICATIONS

A. EXPERIENCE IN PROVIDING PROFESS ONAL ARBITRAGE CONSULTING
AND COMPLIANCE SERVICES. Providearepresentativelist of recent state or local transactions
on which your firm provided arbitrage consulting and compliance services, which includes the
following:

Name of issuer;

Size and title of issue;

Date of issue; and

Y our firm’s engagement team.

pODNPRE

B. GENERAL INFORMATION REGARDING THE FIRM. Please provide the
following information about your firm:

1 A description of the professional composition of your firm; and
2. A ligt of employees engaged in arbitrage consulting and compliance matters.

C. PROFESSIONAL TEAM AND PERSONNEL. Provide a summary of the
background, qualifications, and experience of the professionals in your firm who are involved in
arbitrage consulting and compliance services and who you expect will have involvement in these
servicesfor ADFA.

D. CLIENT REFERENCES. Provide three client references for which you provide
arbitrage consulting and compliance services. Furnish name, agency, and telephone number for these
references.

SECTION IV: PROPOSAL FORMAT

A. TRANSMITTAL LETTER. A onepagetransmittal |etter prepared on the proposer’s
business stationery should accompany the proposal and required copies of the proposal.

B. PROPOSAL. The proposa should be labeled “Proposa to Provide Arbitrage
Consulting and Compliance Servicesfor ADFA.” The proposal must contain sufficient information to



enable the ADFA Staff Professiona Selection Committee to evaluate the proposal. It should be
prepared in a clear and precise manner and should address all appropriate subsections.

1.

Arbitrage Consulting and Compliance Services Team and Personnel. Describethe
manner in which you would organize your firm’'s resources to provide arbitrage
consulting and compliance services for ADFA. In doing so, please address the
following questions or issues:

a Identify the individual who will manage these services on aday-to-day basis.
Define this individua’s position within the firm and indicate the degree to
which he or she will be able to commit the firm’s resources. What is this
person’s availability for these services and what other commitments does he
or she have?

b. Identify other professionals from your firm who will be assigned to work on
this project, their roles and responsibilities, and relevant aspects of their
background. How will these individualswork with the other members of your
team?

Comments on Scope of Services Elaborate on the arbitrage consulting and
compliance servicesyou proposeto perform. Inwhet way do you expect the scope of
services to differ from those listed in Section 11? Also discuss the compliance
documents (certificate, etc.) issued by your firm based on various scenariosrelated to
bond issues. For example, how is an issue that clearly meets a spending exception
treated vs. one which requires more in depth analysis to determine whether or not a
liability was incurred.

Record Retention. Please explain the record retention policy surrounding the
workpapers utilized for the arbitrage rebate cal culations.

Arkansas Presence. Please explain your firm's presence within Arkansas and
describe how that presenceis relevant to the proposed transaction.

Rationale for Appointment and Proposal Summary. This section of the proposal
should be used by each proposer to present the case for its appointment to the position
sought. Do not recite comprehensively your firm’ s qualifications and experience, but
describe how your qualifications and experience are relevant to the program.

Arbitrage Consulting and Compliance Services Fee Deter mination. Sdectionof an
arbitrage consulting and compliance servicesfirm will not be based on acompetitive
bid. ADFA will attempt to negotiate with the selected firm to establish a fair and
reasonablefee. If an agreement cannot be reached with the selected firm, negotiations
will be attempted with other firmsin order of their selection.

Provide the bas ¢ assumptions on which your fee would be predicated and any factors
that would change the actual fee. State what you consider to be the most appropriate
method for determining a reasonable fee for these services, and state your rationale.
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PROFESSIONAL FIRMS

Mr. Mike Haigh, Partner in Charge
DeELOITTE & TOUCHE, LLP

111 Center Strest, Suite 1800
Little Rock, AR 72201-4420

Mr. Steven Warren, Partner-1n-Charge
BAIRD KURTZ & DoBSON

Firg Commercid Building, Suite 2500
Capitol & Broadway

Little Rock, AR 72201

Mr. Dorsey Jackson, Managing Partner
KPMG, LLP

200 West Capital, Suite 1400

P.O. Box 3867

Little Rock, AR 72203

Mr. Greg Flesher, Managing Partner
MOORE STEPHENS FROST, PA

425 West Capitol Avenue, Suite 3300
Little Rock, AR 72201

Mr. Roan H. Blacker, Principa
BLACKER & WONG

1021 Millbrook Court

Walnut Creek, CA 94598

Mr. Mark Schoppet, Partner
ARTHUR ANDERSEN, LLP
111 Center Street, Suite 1950
Little Rock, AR 72201

Mr. Charles Harvell, Managing Partner
ERNST & YOUNG, LLP

425 West Capitol, Suite 3600

Little Rock, AR 72201

Mr. Don Smith, Managing Partner
THOMAS & THOMAS

Heritage West Building

201 E. Markham, Suite 500
Little Rock, AR 72201

Wooten Epes, Esg.

KuTtak Rock

425 West Capital Avenue, Suite 1100
Little Rock, AR 72201




